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European Trade and Production 


Europe’s trade deficit with North America increased 
sharply during the first three months of this year, accord- 
ing to a survey of the United Nations Economic Com- 
mission for Europe, released recently in Geneva. Euro- 
pean exports to the United States and Canada, which had 
expanded steadily during 1948, declined by some 12 per 
cent during the quarter. At the same time Europe’s im- 
ports from those countries increased some 10 per cent. 
As a result, the quarterly deficit with the United States 
and Canada of the ten major West European exporting 
countries rose from $794 million in the fourth quarter 
of 1948 to $949 million in the first quarter of 1949. Re- 
turns for April and May suggest that the trade deficit 
increased still further in the second quarter of the year. 

In its survey of Europe’s economy, the Commission 
observed that industrial production in Europe continued 
to rise during the first quarter at the same “exceptionally 
high rate” as in 1948, with the increase being sharpest 


EUROPE 
Crop Prospects in France and Belgium 


Harvest prospects in France at the middle of July were 
fair, but generally less favorable than last year. Excep- 
tional dryness has endangered almost all crops. The wheat 
harvest is expected to reach 70 million quintals, with a 
yield of 16.5 quintals per hectare. Last year, the total 
harvest was 74 million quintals, compared with 66 mil- 
lion in 1946 and a prewar average of 81 million. An im- 
portant problem related to the harvests is the setting of 
grain prices by the Government. Though no agreement 
has yet been reached, the price of wheat, and conse- 
quently of bread, is likely to be about the same as last 
year. It was feared that, in order to increase farmers’ 
income, a substantial rise might be granted, leading to 
the reversal of present price trends. 

In Belgium, the Institut National de Statistique esti- 
mates that for all crops except rye yields will be higher 
than last year. The expected yield for winter wheat is 
set at 31 quintals per hectare, compared with 25 quintals 
in 1948. 


Sources: Le Monde, Paris, France, July 19 and 21, 1949; 
La Libre Belgique, Brussels, Belgium, July 21, 
1949. 


in France, Germany, and Norway. Declines were re- 
ported for Greece, Ireland, and Italy. 

Unemployment increased, however, reflecting relaxa- 
tion of inflationary pressures. But while the unemploy- 
ment figures for most countries were higher for the first 
quarter of 1949 than for the corresponding quarter of 
1948, the ECE reported that they were still at a remark- 
ably low level in relation to prewar years, except in a 
few countries, such as Ireland, Italy, Belgium, and West- 
ern Germany. 

Wholesale prices continued stable in most European 
countries during the quarter. The sharp decline in raw 
material prices in the United States has not thus far had 
a commensurate effect on European prices of raw ma- 
terials. 

Sources: The Journal of Commerce, New York, N. Y., 
July 27, 1949; The Wall Street Journal, New 
York, N. Y., July 27, 1949. 


Netherlands Counterpart Funds 


ECA has announced the release of 240 million guilders 
(about $91 million) to the Netherlands Government. This 
is the first release from the Dutch counterpart fund. 
Seventy million dollars has been earmarked for the re- 
building of housing for industrial workers; $11 million 
for reclamation of land; $6 million for development of 
agricultural resources, including the draining of land; 
and $4 million for the improvement of farming methods. 
These projects are not additional to those already bud- 
geted by the Dutch Government. 

As of May 31, 1949 the Netherlands counterpart fund 
was about $131.6 million; $125 million was for recon- 
struction projects or monetary stabilization measures, and 
the remainder for the U.S. Government. 

Source: Economic Cooperation Administration, Press Re- 
lease, Washington, D. C., July 14, 1949. 


Denmark’s Sterling Position 


Denmark’s total sterling debt, which had dropped to 
515 million kroner (US$108 million) on July 1, was very 
close to 440 million kroner (US$91 million) on July 20. 
Beginning September 30, 1948, Denmark’s sterling debt 
was split into two accounts: a consolidated account of 440 
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million kroner and a current account which at that time 

totaled 220 million kroner. Accordingly, these recent de- 

velopments mean that Denmark’s indebtedness to the 

Bank of England on current account has now been repaid. 

Source: Harald R. Martinsen, Danish Letters, Copen- 
hagen, Denmark, July 22, 1949. 


Norwegian Industrial Production 


So far this year, industrial production in Norway has 
been higher than in any other postwar year. The index 
of production for the first four months was 8 per cent 
higher than in the corresponding period last year. An 
increase of 3 per cent was reported for industries manu- 
facturing for home consumption, while production of ex- 
port industries expanded 24 per cent. The index of the 
volume of exports, however, rose only about 12 per cent. 
The difference between production for export and the 
volume of exports was particularly noticeable in the can- 
ning industry, where output this year was about 10 per 
cent larger than last, while its exports dropped 35 per 
cent. The mining and paper industries showed similar 
changes. The discrepancies can be explained by either 
increased domestic consumption or export difficulties. 

It may be significant that the difference between the 
production indexes for the corresponding months of 1948 
and 1949 has been declining steadily since the beginning 
of the year. While the January index was 15 points above 


that of January last year, the difference for April was 

only 6 points. 

Source: Norges Bank, Bulletin, Oslo, Norway, June 29, 
1949. 


Grain Prices in Italy 


A decline in the free market price of wheat in Italy 
gained momentum during the last week of June and the 
first week of July, when a price of 65,000 lire per metric 
ton was reported, compared with an official price of 
62,500 lire. Some of the decline is seasonal, as the new 
crop comes on the market. However, free market prices 
for wheat have been moving downward since January 
1948. In that month they were about 154,000 lire per 
ton, then dropped to 80,800 lire in July of that year, rose 
again in January 1949, but to only 100,250 lire, and now 
have fallen to 65,000. 

The gap between free and official prices has narrowed 
considerably. In January 1948 the free market price was 
nearly four times the official price, but the latter was fixed 
at the abnormally low level of 40,000 lire. In July 1948 
the official price for the 1948-49 crop was raised to 62,500 
lire, and the free market premium declined to 28 per cent. 
The same official price has been continued for the cur- 
rent crop, but the premium is now down to 4 per cent. 

The main reason for the recent developments is that 
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Italy has an abundance of bread grains for the first time 
in several years. Stocks amount to 500,000 metric tons 
(last year they were only 100,000), and the current crop 
of wheat, expected to be reasonably good, will be on the 
market shortly. In addition, an import quota of 2 million 
tons of wheat, allocated to Italy for 1949-50, can be used 
at once. If this is done, free market quotations will cer- 
tainly fall to the official price, or even below. A first ship- 
ment of 10,000 tons of Russian wheat arrived on July 2. 
According to the recently signed trade agreement, the 
Soviet Union will supply Italy with more than 200,000 
tons during the next 12 months. 

An element of uncertainty in the free market is the 
Government’s delay in establishing a mill price for wheat; 
this would be the base price of 62,500 lire per ton above 
mentioned plus various charges for transportation, stor- 
age, etc. Millers therefore are abstaining from making 
any purchases on the free market. 

Sources: Instituto Centrale di Statistica, Bollettino dei 
Prezzi, Rome, Italy, 1948, and January-March 
1949; Economic News from Italy, New York, 
N. Y., July 15, 1949. 


Greek Foreign Trade Policy 


Pending the introduction of a more general and per- 
manent export policy, the Greek Ministry of National 
Economy has authorized, until August 31, 1949, private 
trade on a semi-barter basis between Greece and the United 
Kingdom, the United States, and Canada, as a measure to 
stimulate exports to those areas. A list has been drawn up 
covering some 18 items (including wines, aromatic plants, 
mastic, figs, citrus, bauxite and other mineral ores, etc.) 
exportable to these countries on this basis. Settlement for 
exports will be made partly in foreign exchange and partly 
in imports of commodities permitted to serve as counter- 
part in barter trade and within the percentage allowed 
for each item. Export licenses are to be granted by the 
Bank of Greece only if the exported commodities have 
been sold before shipment and the corresponding foreign 
exchange has been made available to the Bank through a 
confirmed credit or otherwise. Exports under consign- 
ment are prohibited unless authorized by the Foreign Ex- 
change Committee. Private barter trade with countries 
other than the United Kingdom, the United States, and 
Canada was regulated in March 1949 by a decision of the 
Ministry of National Economy. 

A recent decision of the Greek Currency Committee 
regulates import credits as follows: Upon the opening of 
a confirmed credit to pay for prospective imports, traders 
will have to make a down payment for exchange certifi- 
cates. These certificates, expressed in foreign exchange 
but valued in drachmas, are required for any legitimate 
purchase of foreign exchange from banks. This down pay- 
ment has been fixed at at least 60 per cent of the current 
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value of the required certificates; the remaining 40 per 
cent becomes due upon the arrival of the goods, and in 
any case within a period of 120 days from the opening of 
the confirmed credit. When the commodities arrive, 60 
per cent of the foreign exchange is to be paid in cash; for 
the balance, importers may be granted 60 days’ credit if 
they reside in Athens or Piraeus, and 90 days’ credit if 
their residence is in other Greek cities. Industries and 
handicraft trades importing industrial raw materials and 
fuel, however, may pay only 40 per cent of the foreign 
exchange upon the arrival of imports and receive a credit 
for the remaining 60 per cent. If the payment for imports 
is effected not through a confirmed credit but on presen- 
tation of bills of lading and relevant documents, the im- 
porters may be granted a credit equal to 40 per cent of 
both the required exchange certificates and the foreign 
exchange. The term of this credit will be 60 or 90 days 
depending on the residence of the importers. The same 
regulations apply to imports paid for through clearing 
agreements or with drawing rights that Greece is assigned 
under the Intra-European Payments Scheme. 

A decision of the Ministry of Finance, expected to be- 
come effective shortly, is reported to modify substantially 
existing regulations on gift imports (see this News Survey, 
Vol. I, p. 173), and imports paid for with foreign ex- 
change owned by the importers. Such imports will be 
permitted freely without any license from the Ministry 
of National Economy or the Bank of Greece, provided 
the commodities are included in the import program. A 
license from the Ministry of National Economy will, how- 
ever, be required for imported items not included in the 
program. Imports of electric refrigerators and electric 
stoves will need a special license. 


Sources: To Vima, Athens, Greece, July 9 and 15, 1949; 


Atlantis, New York, N. Y., July 10, 14, and 21, 
1949, 


Hungary’s Trade Agreements 


A trade protocol signed recently by Hungary and West- 
ern Germany provides for an exchange of goods in the 
second half of 1949 totaling $12.3 million on each side. 
Western Germany will export to Hungary mainly machin- 
ery, chemicals, and rayon yarn in exchange for rye, fruits, 
vegetables, and other agricultural products. Discussions 
of a trade agreement for 1950 are scheduled for the 
end of 1949. 

Negotiations have been started by Hungary and Great 
Britain to settle questions concerning the repayment of 
Hungarian debts to Britain and the compensation for 
British property nationalized in Hungary. According to 
estimates, the debts amount to some £17 million to £20 
million. The trade and payments relations between Hun- 
gary and Britain are based on a payments agreement of 
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1946 and a trade agreement concluded for three years 
beginning June 1947. In the year ended June 1949, Hun- 
gary delivered to Britain goods valued at £9 million, main- 
ly foodstuffs. It is hoped that the present negotiations 
will result in an agreement providing for Hungarian de- 
liveries of lumber and plywood. 

Source: Zahranicni obchod (Economic Review of the 


Ministry of Foreign Trade), Prague, Czechoslo- 
vakia, June 24, 1949. 


Austrian Trade Agreements 


A one-year trade agreement has been concluded be- 
tween Austria and Poland providing for an exchange of 
goods to the equivalent of US$40 million. In return for 
Polish deliveries of coal, rye, sugar, and chemicals, Aus- 
tria will export fertilizers, staple fiber, rolled steel, ma- 
chinery, and equipment. 

The trade agreement between Austria and Czechoslo- 
vakia, which recently expired, has been extended for an- 
other year. A supplementary protocol calls for an increase 
of the trade volume by about 70 per cent. Czechoslovakia 
will deliver mainly coal, coke, sugar, machinery, automo- 
biles, and chemicals in exchange for Austrian steel prod- 
ucts, ball bearings, machinery, and other manufactured 
goods. 

Sources: Neue Ziircher Zeitung, Zirich, Switzerland, 
July 18 and 20, 1949, 


Polish-Yugoslav Trade 


Polish trade with Yugoslavia was stopped on July 7. 
Poland thus joined other Eastern European countries 
(Czechoslovakia, Hungary, Rumania, and Albania) in 
breaking off trade relations with Yugoslavia. According 
to the Polish Government, the experience of the last few 
months has demonstrated that Yugoslavia does not intend 
to fulfill its obligations under the commercial agreement 
with Poland. Instead of delivering goods needed by the 
Polish economy, Yugoslavia has allegedly been sending to 
Poland “unnecessary” goods, such as grapes and other 
luxuries; this prompted the Polish Government to stop 
further deliveries of Polish goods to Yugoslavia. The loss 
of trade with Yugoslavia is to be offset by multilateral 
trade agreements with the U.S.S.R., Finland, and Czecho- 
slovakia. 

Sources: Neue Ziircher Zeitung, Ziirich, Switzerland, July 
8, 1949; New York Herald Tribune, Paris, 
France, July 9, 1949. 


Yugoslav-British Trade Negotiations 


Yugoslavia and the United Kingdom are about to con- 
clude a five-year trade agreement calling for an exchange 
of goods to the equivalent of US$1,200 million. Yugo- 
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slavia will export to the United Kingdom mainly food, 
timber, and base metals, and will import essential com- 
modities, such as machinery. To facilitate the financing 
of these purchases, British bank credits, believed to be 
within the range of $24 million to $40 million, are to be 
provided. 

Source: The Wall Street Journal, New York, N. Y., July 

19, 1949. 


MIDDLE EAST 


Turkey’s Dollar Trade and Credits 


During the first four months of 1949, U.S. imports 
from Turkey totaled $21.5 million, 30 per cent more than 
in the corresponding period of 1948, and in May they 
were 50 per cent higher than a year earlier. The rise 
resulted from increased U.S. purchases of Turkish tobacco 
and chrome ore. 

The Export-Import Bank has removed the conditions 
attached to the use of its 1946 credit of $25 million to 
Turkey. These conditions, which required credit partici- 
pation by U.S. suppliers and the Turkish Government, 
were responsible for the slow utilization of the credit. 
Since their removal, the unused portion of the credit 
amounting to about $10 million has been allocated almost 
entirely for government purchases in the United States. 

The Turkish Government has asked for $115 million 
for the second year of ERP, ending in June 1950. This 
will be used for the continued increase of mineral and 
agricultural production, road building, and the estab- 
lishment of meat and fish packing industries. The ECA 
has provisionally set aside $30 million for Turkey in 
its recommendation to Congress. 

Sources: Ulus, Ankara, Turkey, June 25 and 26, 1949; 
The Journal of Commerce, New York, N.Y., 
July 20, 1949. 


Exchange Rates in Israel 


In Israel there are two rates of exchange between the 
Israeli pound and the U.S. dollar. Incoming remittances, 
imports, and approved investments from the United 
States are subject to the $3.02 rate, while exports are 
subject to the $4.03 rate. 

The Israel Economist, examining this system, points 
out the divergence between the sterling-dollar cross rate 
and official parities. It argues in favor of a return to the 
old parity as soon as convenient, stating that the present 
disparity cannot be kept up for any length of time, partly 
because it will greatly distort the normal channels of 
foreign trade and partly because Britain will soon insist 
on the establishment of orderly cross rates. Realignment 
could be accomplished either by abolishing the present 
premium on the dollar or by devaluing the Israeli pound 
in terms of sterling at a new rate of £1—I£1.333. The 
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article argues against such devaluation on the grounds 

that it would increase existing inflationary pressures. 

Sources: The Israel Economist, Jerusalem, Palestine, 
April 1949; U.S. Department of Commerce, 
Foreign Commerce Weekly, Washington, D. C., 
July 11, 1949. 


Israeli-Polish Trade Agreement 
Under the trade agreement signed with Poland (see 
this News Survey, Vol. I, p. 384), Israel will import from 
Poland goods valued at 5 million Israeli pounds. One 
third of these imports will be paid for in hard currencies, 
one third by the transfer of capital of Polish emigrants, 
and one third through commodity exports. 
Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., July 11, 1949. 


Iran‘s Oil Royalties Raised 


The Iranian Government and the Anglo-Iranian Oil 
Company have signed a new agreement, raising the royal- 
ty rate from four shillings to six shillings per ton of oil 
produced in Iran. The new rate will be retroactive to 
January 1, 1948. The company’s total payments to Iran 
for 1948 will be around £17 million, compared with a 
little over £7 million in 1947. 

Source: The Journal of Commerce, New York, N.Y., 
July 20, 1949. 


FAR EAST 


Foreign Capital in India 


To strengthen the statement of April 6 made by the 
Prime Minister in the Indian Parliament (see this News 
Survey, Vol. I, p. 321), the Government of India has 
emphasized that there will be no discrimination against 
existing foreign concerns in India by withholding from 
them full benefits of protection granted to industries in 
which they are engaged. Such protection is granted to 
industries and not to firms, it is explained. While the 
Government has reserved the right to regulate foreign 
capital, there will be no discrimination against foreign 
capital as such, once it is permitted to engage in Indian 
enterprise. 

Source: The Financial Times, London, England, July 
16, 1949, 


Ceylon’s Dollar Position 


The Minister of Finance has stated that Ceylon will 
ask the United Kingdom for the right to use part of its 
surplus dollar earnings to create a central bank reserve. 
Ceylon contributed a net surplus of about $35 million 
in 1948, but this amount will be reduced in 1949 owing 


to decreased earnings from rubber. The Minister said 
he would press for an arrangement fixing the price of 
rubber for at least three or four years on the same basis 
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as Ceylon’s coconut and tea contracts with the United 

Kingdom and Pakistan. 

Source: The Financial Times, London, England, July 
19, 1949. 


Crisis in Ceylon Rubber Industry 

The Government of Ceylon recently issued a White 
Paper reviewing the crisis in the country’s rubber in- 
dustry. Rubber is one of the principal exports, the ex- 
portable surplus being estimated at about 100,000 tons. 
According to the White Paper, the Ceylon and British 
Governments have failed to obtain a profitable price for 
rubber from the U.S. Government and manufacturers, 
who are the largest consumers of rubber and therefore 
control the situation. It is stated that at present prices 
for rubber, very few estates, if any, can operate at a 
profit if they produce only sheet rubber; producers of 
crepe may just be able to pay their way. Some profit 
might still be earned if wages could be reduced, but that 
seems most unlikely. Since the Government does not 
appear to regard the crisis as only temporary, it is plan- 
ning long range measures, the principal one being the 
shift of about one third of the present rubber acreage 
to forest or other crops. The Government has offered 
to buy uneconomic rubber land, to subsidize its conver- 
sion to paddy cultivation wherever possible, and to grant 
loans carrying a nominal interest for replanting the land 
with high yielding material. The establishment of a 
factory for manufacturing tires and tubes is being 
arranged, in cooperation with American firms. The Gov- 
ernment is reported to have agreed to contribute 10 
per cent of the capital on a preferred stock basis; foreign 
capital is not to exceed 10 per cent. A levy of pro- 
tective duties, mostly 50 per cent, over a range of articles 
made from rubber is also proposed. 

Recently, the Trade Commissioner for India in Ceylon 
is reported to have stated that India would buy 3,000 to 
4,000 tons of rubber from Ceylon. Although this is less 
than 5 pet cent of Ceylon’s exportable’ surplus, India may 
be able to buy larger quantities in the years to come. 
Sources: The Eastern Economist, New Delhi, India, June 

3, 1949; The Times, London, England, June 
27, 1949; The Financial Times, London, Eng- 
land, June 27, 1949. 


China’s Silver Dollar Exchange Rate 

After the return of the Chinese currency to the silver 
standard on July 2 (see this News Survey, Vol. II, p. 22), 
whereby the exchange rate of the silver dollar is fixed 
on the basis of the silver price on the international market 
and other relevant conditions, the Central Bank of China 
announced last week the following exchange rates between 
the Chinese silver dollar and various foreign currencies: 
1.55 silver dollars for 1 U.S. dollar; 3.72 silver dollars 
for 1 pound sterling; and 0.24 silver dollars for 1 Hong 
Kong dollar. The old gold yuan notes will be withdrawn 
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from circulation within twelve months, at a conversion 
rate of 500 million gold yuan to 1 silver dollar. 
Source: Chinese News Service, Special Release, New 


York, N. Y., July 20, 1949. 


Japanese Agreements with Latin America 

Japan has entered into agreements with eight Latin 
American countries: Argentina, Peru, Uruguay, Brazil, 
Chile, Mexico, Colombia, and Venezuela. This has been 
done in an effort to restore its trade with Latin America, 
which was of great importance before the war. The 
arrangements provide that payment will be in dollars and 
that raw materials will be exchanged for Japanese manu- 
factures. 

The agreement with Argentina, signed on June 8, pro- 
vides for increased trade in a specified list of goods and 
for greater facilities in respect to taxes, customs duties, 
etc. Trade may be through private or official agencies, 
and payments will be through a special gold-guarantee 
account in the Central Bank of the Argentine. Interest 
of 2% per cent will be payable on balances over $3 
million. 

Under the agreement of June 15 with Peru, Peru will 
sell sugar, cotton, and metals and buy Japanese manufac- 
tures. No specific quantities of goods are involved. Pay- 
ments are to be on a cash basis. 

The agreement with Uruguay of May 19 provides that 
each country will export $5 million worth of goods at 
c.i.f. values. The agreement recognizes the desirability 
of keeping trade in private channels, and specifies that 
payment will be on a cash basis. Uruguay will ship raw 
materials, such as wool, hides and skins, etc., and Japan 
will send textiles and other merchandise. 

A payments agreement of May 5 with the Bank of 
Brazil provides for a dollar account to be opened in that 
Bank for an agency to be designated by SCAP. This 
account would be used to open credits for Japanese 
imports from Brazil and for service remittances. Japan 
is particularly interested in obtaining’ Brazilian cotton. 

Details are not yet available concerning the arrange- 
ment with the other four countries. 

Sources: Brazilian Embassy, Boletim Radiotelegrafico do 
Ministério das Relacées Exteriores, Washington, 
D. C., May 6, 1949; U.S. Department of Com- 
merce, Office of International Trade, Foreign 
Tariffs and Trade Controls, June 20 and July 18, 
1949, and Foreign Commerce Weekly, July 11 
and 25, 1949, Washington, D. C.; The Wall 
Street Journal, New York, N. Y., July 28, 1949. 


Philippine Tobacco Industry 

A five-year plan for rehabilitation of the Philippine 
tobacco industry has been approved by the economic 
council and submitted to President Quirino. It has been 
recommended that the government-owned National To- 
bacco Corporation undertake the program with its own 
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resources, together with credit assistance available from 
the Rehabilitation Finance Corporation and the Philip- 
pine National Bank. The tobacco corporation has already 
appropriated P3 million (US$1.5 million) for rehabilita- 
tion work. Under the program the Government plans to 
increase tobacco production and manufactures to prewar 
levels, to increase tobacco exports, and to reduce imports 
of cigarettes. 

Source: Far East Trader, San Francisco, California, July 

6, 1949. 


UNITED STATES AND CANADA 
U.S. Personal Income 


Personal income in the United States was at an annual 
rate of $212.2 billion in May 1949. This was $2.9 billion 
above a year ago, but 2 per cent below the high of $217 
billion in December 1948. 

From April to May there were only minor changes in 
the components of personal income. Wages in durable 
goods manufacturing industries continued to decline, but 
the reduction was due in part to a strike in the automo- 
tive industry. Wages in nondurable manufacturing 
leveled off in May after dropping steadily since last 
October. Total nonagricultural income fell $800 million, 
to an annual rate of $191.5 billion; since August 1948 
such income has been very stable, remaining within 1.1 
per cent of the peak rate in December 1948. Agricultural 


income in May rose about $500 million owing to larger 
crop marketings. 

Personal income for the first five months of 1949 was 
3 per cent higher than in the first five months of 1948 
and at about the same annual rate as in 1948 as a whole. 
Source: U.S. Department of Commerce, Press Release, 


Washington, D. C., July 22, 1949. 


U.S. Manufacturing Profits 


Net profits of all U.S. manufacturing corporations 
were $2.4 billion for the first quarter of 1949, according 
to an estimate by the Securities and Exchange and the 
Federal Trade Commissions. This represents a drop of 
18 per cent from the preceding quarter and 16 per cent 
from the corresponding quarter of 1948. All industry 
groups except two (apparel, and printing and publish- 
ing) showed reductions, the largest occurring in the 
rubber products, textile mill, and fabricated metal in- 
dustries. The decline reflected a drop in sales which more 
than offset lowered costs. 

According to the report, inventories were valued at 
$29.4 billion at the end of March, down slightly from 
their $29.7 billion value at the end of 1948. Net working 
capital increased $1 billion during the quarter, to $40 
billion at the end of March. Increased liquidity was 
indicated by the ratio of cash plus government securities 
to current liabilities, which rose from 78 per cent at the 
end.of 1948 to 84 per cent at the end of March 1949. 
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Source: Securities and Exchange Commission, Press Re- 
lease, Washington, D. C., July 20, 1949. 


U.S. Retail Credit in 1948 


According to the seventh retail credit survey published 
by the Board of Governors of the Federal Reserve System, 
credit sales at retail establishments in the United States 
during 1948 totaled $38.0 billion, against $31.4 billion 
in 1947. Although cash sales continued to rise in 1948, 
credit transactions grew at a greater rate, with the result 
that cash sales comprised only 71 per cent of total sales, 
compared with 74 per cent in 1947. However, credit 
sales were still relatively less important than the 36 per 
cent of the total in 1940 and 1941. 

Installment sales increased from $8.5 billion in 1947 
to $11.4 billion in 1948, owing largely to the wider 
selection of major durable goods available and to smaller 
drawings on accumulated liquid savings. Charge account 
sales rose $3.7 billion, or 16 per cent, above 1947, the 
largest increase being reported by automobile dealers. 
Total charge account transactions increased from 19 per 
cent of total sales in 1947 to 20 per cent in 1948. 

Source: Board of Governors of the Federal Reserve 
System, Retail Credit Survey—1948, Washing- 
ton, D. C., June 1949. 


Canada’s Trade Balance 


Canada’s favorable trade balance in the first five 
months of 1949 dropped to $22 million, against $146 
million in the corresponding period of 1948. Imports 
increased $122 million, while domestic exports rose 
only $3 million above 1948 and re-exports fell $5 million 
below the corresponding period of the previous year. 
The deficit with the United States increased to $247 mil- 
lion, 34 per cent above 1948, while the favorable balance 
with the United Kingdom was reduced to $140 million, 
27 per cent below the previous year. 

Domestic exports during the first five months were 
valued at $1,170 million, imports at $1,159 million. 


Now Available 
BALANCE OF PAYMENTS YEARBOOK 
1938 1946 1947 

This Fund publication presents balance of pay- 
ments statements for 51 countries, with an explana- 
tion of underlying concepts. Some preliminary ma- 
terial on 1948 is included. 

The data have been compiled to make possible 
country-by-country comparisons. Regional balance 
of payments for Europe and Latin America are 
included. 

The means by which balance of payments deficits 
and surpluses are financed are set forth in a new 
and systematic way. 
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FINANCIAL NEWS SURVEY 


Shipments to Europe and to British countries dropped 
28 per cent and 3 per cent, respectively, while exports 
to the United States rose 8 per cent and exports to other 
areas 5 per cent. Imports from Europe increased 60 per 
cent, to $36 million; from British countries, 15 per cent, 
to $209 million; from the United States, 14 per cent, to 
$833 million; while imports from all other areas fell 20 
per cent, to $81 million. 

During the first five months of 1949, purchases of 
rolling mill products were 56 per cent above those of 
the corresponding period of 1948; fruits and vegetables, 
48 per cent; farm implements and machinery, 41 per 
cent; autos and parts, 36 per cent; and wool products, 
14 per cent. Some of these increases were due in part 
to the relaxation of certain import controls and these 
relaxations are expected to be reviewed (see this News 
Survey, Vol. Il, p, 22). It has heen suggested that when 
the import restriction program is reviewed, control 
should be imposed on farm implements and machinery, 
and primary iron and steel products, since these groups 
are imported in great part from the U.S. dollar area. 
Sources: Dominion Bureau of Statistics, Imports for 

Consumption, Domestic Exports, and Monthly 
Summary of Foreign Trade, Ottawa, Canada, 
May 1949. 


Canada and N.Y. Sterling Market 


Canadian importers are to be allowed to buy forward 
American account sterling in New York when they can 
prove themselves at a competitive disadvantage with 
U.S. firms. Until now, Canadians have been obliged to 
buy three-months sterling at $4.04-34; in New York it 
is quoted at $3.93. Sterling futures became firmer after 
the announcement. 

Sources: The Times, London, England, July 21, 1949; 
The Financial Post, Ottawa, Canada, July 23, 
1949. 


LATIN AMERICA 


Liquidation of “Nacional 
Distribuidora”’ 


Liquidation of “Nacional Distribuidora” was ordered 
by the President of Mexico on July 19. This official 
agency was established during the war to distribute com- 
modities in short supply. The National Bank of Foreign 
Trade will take over its assets and liabilities. 


Source: El Nacional, Mexico, D. F., July 19, 1949. 


Cuban Central Bank 


The President of the National Bank of Cuba (estab- 
lished by a law of December 23, 1948) has announced 
that the organization of the bank is being completed and 
that it will open for business in September of this year. 
Sources: Diario de la Marina, Havana, Cuba, June 24 

and 25, 1949. 





Colombia’s Exchange Position 
Gold and dollar reserves held by the Bank of the 
Republic of Colombia increased from $75 million to $85 
million between April and June of this year. The Minister 
of Finance has attributed this improvement to the new 
exchange policy adopted April 1, 1949, and to increased 
world coffee prices. Under the new exchange ‘policy; 
foreign exchange authorizations in a given week are: re- 
stricted to the total amount of all foreign exchange 
purchased by the Bank of the Republic during the 

preceding week. 
Source: U. S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., July 25, 1949: 


Colombian Payments Agreements 

A recent trade and payments agreement between Co- 
lombia and Western Germany provides for Colombian 
exports of’ coffee, tobacco, hides, bananas, and other 
agricultural products in exchange for iron and steel, 
vehicles, mining equipment, machinery, and other manu- 
factured goods. Total trade is valued at $15 million. 
An agreement with France is now being negotiated. 

Since early 1948, Colombia has concluded agreements 
with Belgium (February 1948), Sweden (November 
1948), the Netherlands and Finland (March 1949), and 
Ecuador (April 1949). The Office of Exchange Control 
and the Bank of the Republic are authorized, according 
to reports, to enter into payments arrangements. with 
other countries without Congressional approval or the 
intervention of the Ministries of Foreign Affairs and 
Commerce. 


Source: Semana, Bogota, Colombia, July 16, 1949. 


Brazilian Exchange Controls 
The Export and Import Department of the Bank of 
Brazil has issued the following new regulations to limit 
imports in the second half of 1949 to the quotas estab- 
lished in the exchange budget: (a) Periodically, and for 
fixed periods, the Department will receive applications for 
import licenses for specified articles. (b) Until August 
10, 1949 it will receive applications for licenses for im- 
ports during one quarter of the year of articles included 
in Schedule H in the Diario Oficial of July 15 and to be 
paid for in dollars, escudos, and Swiss francs. (c) All 
license applications for dollar, escudo, and Swiss frane 
imports submitted prior to June 30 are canceled. (d) 
Licenses already issued for articles in Schedule H will 
be extended if importers have already contracted for 
the exchange. 
Source: Brazilian Embassy, Boletin Radiotelegrafico do 
Ministério das Relacées Exteriores, Washington, 
D. C., July 20, 1949. 


OTHER COUNTRIES 


Prices in French Equatorial Africa 
The price problem in French Equatorial Africa is 
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becoming acute. Increases in import prices have entailed 
a corresponding rise in domestic prices, while a rise in 
rail and road transport rates has automatically pushed 
up the cost of living and wages, with a resulting increase 
in export prices. 

The devaluation of the CFA franc in January 1948, 
from 70.18 francs to 126.30 francs per dollar, meant an 
increase in the franc price of imports from foreign 
countries. This inflationary tendency was reinforced by 
the increase in the world price of raw materials, and in 
ocean transport rates during the second half of 1948. 
Although some 70 per cent of total imports are from 
France, the appreciation of the CFA franc against the 
metropolitan franc in October 1948, from 1.70 francs 
to 2 francs per local currency unit, did not bring much 
relief because of the continuous rise of French prices. 
Furthermore, railroad rates in French Equatorial Africa 
have been increased 60 per cent since January 1948, 
inland water rates 30 per cent since July 1948, and road 
transportation rates 100 per cent since July 1948. The 
greater part of these increases has been passed on to 
the ultimate consumer. 


The cost of living was 158 per cent, and wages 133 
per cent, higher in December 1948 than in January of 
that year, the tempo of the increase becoming faster 
during the closing months. The increase in the cost of 
living resulted not only from the rise in import prices 
and transport rates but also from the increase in the 
money supply. Note circulation rose from 182 million 
CFA francs in 1938 to 3,263 million in December 1948, 
while bank deposits increased from 581 million CFA 
francs in 1945 to 1,873 million in December 1948. The 
increased means of payment had a direct inflationary 
effect upon prices, and a wage-price spiral was started. 
Wages of both government employees and native workers 
have been adjusted upward frequently. For the latter, 
wage increases have been granted both in kind and in 
specie, which has pushed up the prices of staple exports. 
Between July 1, 1948 and January 1, 1949''the price 
of palm kernels increased 15 per cent, cocoa 40 per cent, 
coffee 50 per cent, leather 15 per cent, and gold 40 per 


cent. 


During the first quarter of 1949, there was some tend- 
ency toward stabilization of both import and export prices, 
although retail prices increased somewhat following a 
further increase in freight rates and a 100 per cent in- 
crease in ad valorem duties. It is too early to predict 
whether the stability of import and export prices will 
hold, although the transition from a sellers’ to a buyers’ 
market would make such stability necessary if French 
Equatorial Africa is to retain her export markets. 
Sources: Bulletin Mensuel de Statistique d’Outre-Mer, 

Paris, France, February-March 1949; L’Eco- 
nomie, Paris, France, June 30, 1949. 


INTERNATIONAL MONETARY FUND 


South Africa Gold Production 
Returns of the South African Chamber of Mines for 


the first half of 1949 indicate that the fall in the rate of 
gold production has been checked. Although there was no 
increase over 1948, a rising trend has been apparent in 
1949. One of the main reasons for this is the improved 
labor supply which since March has exceeded the 1948 
average. Output for the first half of this year totaled 
5,739,000 ounces; it was 5,822,000 ounces in the corres- 
ponding period of 1948. 

Source: The Financial Times, London, England, July 23, 

1949, 


South African Import Control 

It is officially stated that the import control measures 
of the Union of South Africa will be altered at the end 
of this year. This is a result of the recent conference at 
Annecy, France, between the signatory nations to the 
General Agreement on Tariffs and Trade. As a result of 
complaints of discriminatory treatment, the existing 
restrictions of the Union were approved for only the 
second half of the year. 

Discussions have been held recently between the Treas- 
ury and the Department of Commerce and Industries, 
and it is expected that the £250 million of imports 
which South Africa can allow herself next year will be 
allocated in such a manner as to dispose of complaints of 
discriminatory treatment. 

Source: Union of South Africa Government Information 
Office, South Africa Reports, New York, N. Y., 
July 21, 1949. 


Surinam Exports 

Surinam exports in the first quarter of 1949 were $3.5 
million; of this $3.0 million worth were shipped to the 
United States and $0.4 million to the Netherlands. The 
main export was bauxite, which constituted almost all 
of the exports to the United States. 
Source: Aneta News Bulletin, New York, N. Y:, June 

27, 1949. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which 
may not have been covered widely in the press 
throughout the world. 
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Camille Gutt, Chairman of the Executive Board 
and Managing Director 
1818 H Street N.W., Washington 25, D.C. 
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